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News Release: Hay River, N.W.T., September 12, 1974 
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HAY RIVER, N.W.T.: A pipeline to transport natural gas 
from the Mackenzie Delta of northern Canada and the North Slope of 
Alaska would contribute more to Canada's economy and national unity 
than a Delta-only pipeline, according to the President of Canadian 


Arctic Gas Pipeline Limited. 


Vernon L. Horte told the Northwest Territories Chamber of 
Commerce meeting here today, that his firm's proposed multi-billion- 


dollar pipeline would: 


* Provide urgently required northern gas supplies to 
Canadian consumers earlier and at a lower price than by any other 


means. 
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* Make available a vital national resource to northerners 
and to consumers from British Columbia to Quebec through a transportation 


system fully subject to national control and regulation. 


* Help achieve greater economic and political participation 
in the northern territories, narrowing the disparities that now 


exist between the north and the rest of Canada. 


"Such development of our national resources, for maximum 
benefit to all Canadians, will substantially strengthen the fabric 


of the Canadian nation," Horte declared. 


He said that ee is now widespread recognition -- by 
federal and provincial governments, by major industrial gas users, 
and by natural gas transmission and distribution utilities -- of 
Biemurgeme need to install the facilities which will enable 


Mackenzie Delta gas to be supplied to Canadian consumers. 


"Undue delay would result in significant shortages which 
would have an adverse effect on the national economy, and the direct 


interests of Canada's two million natural gas customers," Horte warned. 


A pipeline which also transported natural gas from the 
Alaskan North Slope would permit the movement of the Delta gas to 
Canadian consumers at the earliest possible time and at the least 


cost, Horte pointed out. 
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It is likely to be several years before sufficient gas 
reserves are proven in the Delta to make a Delta-only pipeline 
economically viable, he explained. Thus, such a pipeline would 
almost certainly defer the availability of Delta gas well beyond 
the time that it will be urgently needed by Canadian consumers. 
Even then, it would result in higher consumer prices because of 


smaller transportation volumes. 


Horte denied that the Arctic Gas pipeline would be 


primarily a conduit for the export of Canadian gas to U.S. consumers. 


"Certainly we endorse the export of gas which is clearly 
surplus to Canadian needs," he said. "But unless new reserves. of 
Canadian gas are developed more rapidly, we believe thatemostae. - 
not all, of the Mackenzie Delta gas will be required by Canadian. 


consumers." 


He said that financing separate Canadian and American 
transportation systems for the movement of gas from the western 
Arctic could also prove more difficult, since the combined capital 
expenditures involved would be substantially greater than required 
for the Arctic Gas project. Furthermore, financing of a Delta-only 
line must await development of substantially greater Canadian Arctic 
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"For Canada and the United States to build separate 
systems at enormous cost to the consumer in both nations -- rather 
than co-operating on a joint Ae oped to carry gas from both sources 
Baethe western Arctic -- would be diametrically opposed to the 


national interest, on either side of the border," Horte stated. 
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PRESENTATION BY V.L. HORTE,. PRESIDENT 
CANADIAN ARCTIC GAS PIPELINE LIMITED 


TO N.W.T. CHAMBER OF COMMERCE, HAY RIVER 
ON SEPTEMBER 12th, 1974. 





Peam sure that many of _you are wondering about the status of 
Mem wet CrGas proposal in light of recent events. 1 ‘am 
referring particularly to any confusion which may have 
arisen as a result of the recently announced proposal by 

one of our participant companies to construct a Delta-only 


pipeline. 


Let me reassure that this recent proposal has not altered 
MepeceeOULe @lalis, 9 1 Suepest, in fact, that the-case for 
our project, which-combines the movement of both Alaska 
and Delta gas through a single pipeline, is even more 
clearly valid and urgent today than it was a year ago. 


Any project designed to carry Delta gas alone can be 


considered only as a less desirable undertaking and 
not a5 a competitive project. | 


Canadian Arctic Gas Pipeline Limited, Box 139 Commerce Court Postal Station, Toronto, Ontario M5L 1E2 (416) 868-0721 
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I believe that it is particularly appropriate to discuss 
anoetry tosciariry? orethis articular audience, ysome;of 

the national implications and considerations involved, 

for a number of reasons. Not the least of these has been 
the strong and active interest of the Northwest Chamber of 
Commerce in a Mackenzie Valley pipeline. Your successful 
efforts in=sechring) the endorsement of the Arctic Gas »pipeline 
by the Canadian Chamber of Commerce gives proof of your 
awareness of the national interest involved. And your 
Peerenteetforts to Secure similar’endorsement  by»the:U.S. 
Chamber of Commerce further reflects, I believe,. a broad and 


enlightened view of the national interest. 


Because of this, I was most pleased that Murray Sigler 
contacted us with a request to address your semi-annual 
meeting. I am delighted at the opportunity to not only 
discuss some of the aspects I have mentioned, but also our 


Current status, progress! and)iprospects:, 


If my remarks fail’ to touch «adequately on matters of regional 
interest, then I can assure you that both I and Jim Harvie, 
our vice-president of engineering and operations, are prepared 
to stay and discuss these with you for as long as you wish 


and your ‘patience endures.” 





Perhaps one; ‘very general andication of progress is the 
greatly increased national recognition of the urgent need 
to transport our northern gas supplies, thus ensuring that 


our national requirements are satisfied. 


Statements on this by myself and others at Arctic Gas. had, 
until a few months ago, been met with fairly widespread 
scepticism. For the past two years, we have been saying 

that the growing resources of natural gas in the Mackenzie 
Delta will be required by Canadian consumers before the end 
of this decade, if supply shortages are to be avoided. There 


NefewanUreatyMany«wno at’ tirst*had’ difficulty in accepting’ this. 


meteroald; Canadavis stiliethe only industrialized-nation in 

the western world which produces as much energy asrit consumes. 
And every assessment of our potential resources of hydrocarbons -- 
oil, natural gas, tar sands, coal -- clearly demonstrates that 
Sucppotentialyréesources “aré more tChan“ddequate*to provide, sor 

Our requirements for as long as these are likely to remain 

the world's primary sources of energy. So who was Arctic Gas 
trying to fool by claiming that we must crash ahead with a 
multi-billion-dollar pipeline “to ‘the very Save Orethesarcrre 


Ocean? 
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But any lingering doubts about the urgency of the task have 

now all but evaporated in the face of one simple and compelling 
Pentieeevourcan tepurnapotentialréenerey.° It-is of no*practical 
use until it has been discovered, developed and the transportation 
Prerlitioss= installed. Of themselves, potential resources. are 


of no help in providing’ our energy needs. 


Somtnat ers athercrux of the senergy *challenge that ‘confronts 
Canada *--*to convert our :potential energy into energy we 
Saneuse we A Vital part tof sthis “is\ia transportation system to 
move the natural gas reserves from the Mackenzie Delta. 


peathommetnis, we face cal.defanite shortfall) in gas ‘supplies. 


Tes ecognition of the need for new supplies of natural 

Gas, was) Geiliected in the Statement last December by Prime 
Maenvocem trudeau. |» he told the House of Commons that, subject 

to regulatory requirements and other conditions, the government 
believes searly constructaionofi ia Mackenzie Valley naturai® gas 
pipeline; to be in the publicjinterest.;' Urgent: need for more 

gas is reflected also in statements by provincial governments; 
by our transmission and distribution utilities, and by the major 
indus trialsconsumersotenatural Gas inethis country. In partichilar, 
the statements submitted to the National Energy Board in 
connection with its forthcoming hearings to assess the overall 


natural gas supply and demand, clearly reflect this concern. 





There can be no doubt that undue delay would result in 
SienMit?cant shortages which wouid have atadverse‘effect on 
the national economy, and the direct interests of Canada's 


two Miltion natural gas*customers. 


Peoveainog, tie Delta gas Supplies in time to avert these clearly 
apparent shortages is a formidable task. It simply takes 
aevervyeOreat, amount Of time to plan’ a multi-billion-dollar 
projvcce. lo enepierd at-throvgh*a mazevof regulatory proceedings; 
Pomerrange 1inancing: to’ secure -millions*of tons Of, steel pipe, 
equipment and supplies; to complete detailed engineering; and 
PorcCONnstruct the*system.'-~And’ #t must’ be obvious*that this 

task is currently compounded by the economic and financial 

market conditions which presently prevail throughout the 


western world. 


Pos Oureconviction that a pipeline which-would. transport 
natural gas from both Mackenzie Delta and the North Slope 
could make available the required additional gas supplies 
ear iver than by -any ‘Other means, and av lesscost.. Ne walt 
explain the reasons why, but first let me review the progress 


that has been made to date and the present status of Arctic Gas. 
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Progress might appear to be slower than may be wished for, 
in .thertace,of urgency that.is becoming increasingly 

Papo eeltwebuULeltabas nevertheless been, very substantial, 
aiGedtiathatecould ibe reasonably ianticipated in a project 


of such magnitude and complexity. 


Meuhas beensalmost six months -since Canadian Arctic Gas filed 
Pespapplications in Osa Vieiarchec in ewesapplied. to the 
National Energy Board for approval to construct and operate 
our proposed 2,400-mile system across Canada, and to the 
Department of Indian Affairs and Northern Development for 

the use of Crown lands Berar thesnorth...0On thessamé date, 
Alaskan Aretic:Gas applied.in Washington, to. the Federal Power 
Conmission 10r approval to construct and operate its 200 
Mivosmorepipehinesacross Alaskai from Prudhoe Bay, and to 

the Department of the Interior for the use of: federal lands 


aeross.Albaska. 


EM@cdenceseiutedeon tianrch 21 ins support Of. theses ampli casions 
related, to, the. cnvironmental impact, of the,pipelines to, the 
éngineering, design, constructionland operation; to the 

socio and economic impacts in northern Canada and Alaska; 

to, the pipeline. route proposed; and,.to. studies, of alternative. 


POUtcecSs andesyStems Of Transporting, the northern gas. 
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Additional Materialsestill to beytiled with the National 

Energy Board and the Federal -Power Commissron-relate to cost, 
tariffs, gas supply and markets, financing, anticipated impacts 
on the national economies of both countires, and other factors. 
Neeplan tov rile most of this;additional material shortly, :after 


Motch wesexpect that 1uli public hearings will soon get underway. 


While all this preparation has been going on, there have also 


been numerous related developments taking place. 


* El Paso Natural Gas has petitioned the Federal Power 
Commission to intervene in the application by Alaskan: Arctic 
Meo eee aso) as also stated that it plans to file 4 
competing application to transport North Slope gas by 
pipeline across Alaska, followed by tanker movement of 


Prquerttca natural gas down the west ‘coast to. U.S. markets. 


* Governments of both Canada and the United States have 
indicated a willingness to negotiate an appropriate form 

of agreement to ensure non-discriminatory treatment of pinetane 
transportation of oil and gas by one country across territory 
of the-other. country. Canada's support for this concept 

was declared by Prime Minister Trudeau in the House of 


Commons last December. Such an agreement would provide 


at ae 


important assurances which would facilitate the proposed 
Arctie. Gas pipeline... The obvious benefits.to be secured, by. 
each country encourage us to believe that such an agreement 


will be attained at an early date. 


* The Department of the Interior and the Federal Power Commission 
have started joint studies related to an environmental impact 
statement on the transportation of natural gas from the North 
Slope of Alaska. This iS one of the required steps in. the 
regulatory process in the U.S., and we are. encouraged to 


see it underway atran.early time. 


* As you are aware, the Department of Indian Affairs. and 
Northern Development has appointed Mr. Justice Thomas Berger 
of the Supreme Court of British Columbia as Commissioner of 
the Mackenzie Valley.Pipeline Inquiry. Hews, tO cinguire anto 
the social, environmental and economic impact of the pipeline 
in the north, and recommend terms and conditions that ought 
to be imposed in respect of any ruen Cee tate: that may be 
Perec to Arctic Gas. The Inquiry Commission is holding 

a procedural hearing today in Yellowknife, and we are hopeful 
this will provide further information on the procedures and 


timing that will be involved in the hearings. 


.: 
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* The National Energy Board has called a public hearing 

regaruing -- and I quote: --' "the supply and’ deliverability 

of Canadian natural gas in relation to reasonably* foreseéable 
requirements for use in Canada and potential for export." 
Unguote. We would hope that the findings of these hearings will 
be available later this year. They will provide an assessment 

of the extent and timing of any need for more gas, particularly 
from the Mackenzie Delta which is the largest new supply that can 
be made available soonest. There is no doubt in our minds that 
fuisoeassessment will clearly show the necessity for the earliest 


hmossiple connection to Delta ’reserves. 


Pour orlines Last) March" we indicated that the very’ earliest 
Piat construction’ could possibly start*would be the winter 
Oaee7o-7 7.) this» would’ permit> initial gas deliveries from 
Peeve t tam py Mid-197c)and from Prudhoe Bay by. mid-1979. .I 
Nave subsequently stated that a construction start: one year 
later is ‘now a more realistic anticipation. I should add 
that a construction start in the winter of even 1977-78 will 
require very prompt governmental approvals, because of the 
Fone lead times required. for, many g@oodssynThis 1s7 a) tenon 
fact of life which will’confront any System contemplating 
Caphye COnsLTUCELON OL tactiatles /Lontranspore natural as 


from either the Mackenzie Delta or the North Slope. 
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It is foolish not to recognize that a pipeline project of this 
nature involves a tough, long pull, requiring patience and 
endurance. Anyone who might ever have thought otherwise has 
Ssnpiny wonored the history af Canada's gas pipeline industry. | 
Westcoast Transmission required seven years from the date of 
Mieteaerettlarory ;apobication to the start of gas deliveries, 
while TransCanada PipeLines required eight years. Based on 
Ghese yardsticks,. | believe tnat Arctic Gas can establish a 


record, even though it's a much larger undertaking. 


Perome explain the reasons for my confidence and. optimism. 
Mievsare, based Om the results ,of our studies which clearly 
demonstrate that a pipeline carrying gas from both these 
northern Supilysourcess wille nrovide Mackenzie, Delta. gas (to 
Canadian consumers at the least possible eae anamc tee tie 


earliest possible time. 


Without Alaskan gas to help achieve the minimum required 
economies of scale, pipeline supplies from the Delta are 
almost certain to be deferred pending the discovery and 
proving up of substantial additional reserves. Barring a 
kAteG Or wGascovery Veryemuchiiaster than ethat which we. can 
now anticipate, this itself will require several more years 


of exploratory and follow-up confirmation drilling. 
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This ie a Major neason why Cweabelieve a Delta-only ‘pipeline 
should ionhby be considered as an alternative if we fail to 
obtain Alaskan gas throughput. A Delta-only line 

would not get Delta gas to Canadian markets as soon or 
Bemisslowrucost asicanlibe provided «by the Arctic’ Gas 


proposal. 


Hesias tbeen pointed lout that ‘the vTransCanada pipeline '-- 
with which I was associated from its very early days -- 

was undertaken with a dedicated reserves supply of only 4.2 
trillion cubic feet, an amount less than that now proven 
Poecheglelta. (l'menot isure ywhether ‘this+suggestion implies 
enateaupipeline torcarry Deltacgas ‘only should beafinanced 
in the same manner as TransCanada, where nearly half of the 
required investment capital had to be provided by the 
government. In any event, even a 42-inch diameter 
Delta-only pipeline would require 10 times the initial 


capital investment of TransCanada. PipeLines. 


Let me assure you that pipelines are not financed on tthe 
basis of potential reserves. Reserves must first be proven 
so that tiretslLenders are assuredsin the first instance that 


their loans will be repaid, regardless of future events. 
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A 42-inch, Delta-only line, capable of moving more than 

two billion cubic feet of gas per day, would probably 

reuuires proven reserves of about, J5,trillion cubic, feet 
comsceurcestigancine +» Certainly, the, Delta, has’ a much 

greater potential than this. Our consultants a year ago 
assessed the potential in the on-shore and shallow-water 
@aasnore.: arca Ob, the, Jelta at 55. tcf, with.an additional 
SUpetantaal potentialjin, the. deeper-water offshore area. 
Resubts of exploratory drilling during, the past year. have 
hempeawotrencthen, thissassessment.. But no one should expect 
mehautunese potentiat—reserves,can be proved up in a few 

fewer years. Lt took Il years of active exploration following 
pmeceus covery) Of. -Gne Pincher Creek field in Alberta to prove 
Pee sortie Oln GUDLC weet of reserves in Western Canada. 
Biemcurrent discovery rate in-~the Delta appears to be more 
rapid and the prospects for giant finds may be more promising -- 


Duee@iScllieLeguiures -considerabbe effort. and .time. 


Micimeciesicecta1c Gas pipeline 1s ready to. operate, 1 will 
carry whatever amount of Delta gas is available -- because 
the commercial volumes of Alaskan gas are available to make 


the line feasible now. 
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Nor should we get trapped in any illusion that a Delta-only 
pipeline would be easier to finance because the required 
errpcalewould, be less. The alternative to @ joint 
transportation system moving gas from both sources, is 

ew tramronpertaiton systems. lhe total capital anvestment 
Pequirea for two such “Systems would be much greater. . It 
ferrt perditriculc enough to borrow the money in North 
Pnperyca ror, one transportation system to move both 

Paiac veiand.U.o. tatural gas from the western Arctic. 
MerwoulLde bewmore cai ricult to raise the money tor each 


On the two transportation systems. 


Meee ioc a fact that gas Can be carried more cheaply at 
the higher volumes which are possible with the combined 
Canadian and Alaskan flows, than at lower Delta-only 
Volumes. [fis 1s not only helpful and economic for 
Patdtdtaneconisumers, but extremely “important to the-financing 


On any project. 


Te lias, beew suggested by some ‘that the Arctic Gas pipeline 
would be primarily a ‘conduit for the export of additional 

gas to U.s. markets: -Nothing Gould be farther from the fact. 
Such suggestions simply, fav te- recognize that all sot’ the 
Delta gas which is required by Canadian consumers will be 
available to Canadians -- as soon as the pipeline can be 

DulvCe ew natiis what National Energy Board export controls 


provide: 
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Certainly we endorse the principal of exporting gas which 
is clearly surplus to Canadian needs. It's only common 
sense to seek an economic return for something which you 
GomPpotercaquire Gore your own needs. But unless new reserves 
of Canadian gas are developed more rapidly, we believe that 
hast. sid note all. of the, Mackenzie, Delta, gas. will be 


required by Canadian consumers. 


feveews Che-Canadian Arctac Gas pipeline as; the. national 
project. of this century. 1.can think of nothing more truly 
Puts onalein, 1tSecharacter and an its economacjcontraibutions 


throughout the length: and breadth of our country. 


fiawitee per aynational® project! allowing. transport. of an 
Arctic national resource to consumers from B.C. to Quebec, 
Mucermoeaiadian control. Crossing two northern territories 
PcepeirecspTOVINCesS,: 1t will be completely subject to the 
Pesulatornye controls ofthe; federal government.an,.the total 
National interest. It will provide convenient connection 
with existing systems. which supply Canadian gas consumers 
from Vancouver to Montreal and a new energy source for the 


Lerra.teries. 
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For Ganada as a whole, the principal benefit of the Arctic 
Gass vtpeline wilh pe the UeErlization of an important 
Seemcent OF OUY energy resources on a basis that provides the 


earliest and maximum benefits. 


For the Horch, the advantages of a Mackenzie ‘Valley pipeline 
are too familiar to this audience to be repeated in detail. 
Preorier, “it will. help, ys an important degree, to narrow 

the present economic disparities between the people of the 
morin ana the rest of coneebe helpuaup-prade. the sintrastructure 
and-community services and facilities; provide a new source 

of energy for present and future developments in the north; 
and by contributing to the economic resources, help achieve 
Piomfubeere participation of the Territorial governments in 
Nomtierneatfairs, which is a stated goal of the national 


government. 


For Canada and the United States to build seperate systems 
at enormous cost to the consumer in both nations os rathex 
than co-operating on a joint system to carry gas from both 
sources in the western Arctic -- would be diametrically 


opposed to the national interest, on either side of the border. 
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By moving natural gas from the two principal supply sources 
in the western Arctic through a single pipeline, Canada can 
utilize the resources which it urgently needs for its own 
use at the earliest time and the least cost.~- Such 
development of our national resources, for maximum benefit 
to A Ganadian, will substantially strengthen the fabric 


eit hes Canadian nation. 
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